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Janes and Georgi ann Goet znan (CGoet znans) appeal the district court's?
order affirmng the Bankruptcy Court's dismssal of the Goetznans
adversary conplaint. Because we find the bankruptcy court was w thout
subject matter jurisdiction to hear the nmatter, we affirm?

| . BACKGROUND

The CGoetzmans owned a farmin Renville County, Mnnesota. |n 1983,
they signed a promissory note secured by a nortgage on the farmin favor
of Agribank, FCB, f/k/al/l Federal Land Bank of St. Paul, f/k/a Farm Credit
Bank of St. Paul (Agribank). In February, 1987, the Goetznmans subnitted
a plan of reorgani zati on under Chapter 12 of the Bankruptcy Code. The |oan
obligation was renegotiated and the parties executed a stipulation in June
12, 1987, which was made part of the Goetznmans' plan of reorganization.
The stipulation divided the nortgage debt into two separate | oans: Loan No
1 with a principal anmount of $365,000.00, and Loan No. 2 with a principa
amount of $216,387.00. The stipulation provided both | oans were secured
by the nortgage previously given on the farm

Agri bank forgave the remaining anount of Goetzmans' debt and the
stipulation included a provision that allowed the Goetzmans to reduce the
amount due on Loan No. 2 by naki ng paynents for Loan No. 1 on or before the
dates the paynents were due. Regarding the debt owed by the CGoetznans to
Agri Bank, the reorganization plan provided as follows:

[AgriBank] has a total claimfor principal and interest through
May 31, 1987 of $760,615.00 The claim is secured by a
perfected interest in Debtor's real property,

Honor abl e Janes M Rosenbaum United States District Court
Judge for the District of M nnesota.

2Appel l ee's notion to dismss the appeal, ordered taken with
the case, is denied.



[AgriBank's] claimwill be paid in accordance with the attached
Stipulation and Addendum to Stipulation. The value of
col | at er al . securing the ... claim is $370, 000. 00
[AgriBank] will have an unsecured claim for the bal ance of
their claim Any paynents received by [AgriBank] on account of
its unsecured claim will be applied towards the principal
bal ance of Loan No. 1 as described in the attached stipul ation

The reorganization plan was confirmed by order of the bankruptcy
court on June 18, 1987. On March 13, 1991, the bankruptcy judge ordered
the Chapter 12 case closed and disnissed the trustee, thereby concl uding
t he bankruptcy. The bankruptcy court's order, inter alia, discharged "all
debt s di schargeabl e under 11 U S.C. § 1228(a)," rendered void any judgnment
thereafter obtained determning the personal liability of the debtors with
respect to any discharged debt, and enjoined creditors from comenci ng any
action to collect or recover any discharged debt.

A di spute subsequently arose between the CGoetzmans and Agri bank as
to the anmount owed under the nortgage and stipulation. |n June 1992, the
Goet zmans tendered a check to Agribank for $339,994.40 whi ch they cl ai ned
satisfied the entirety of their obligation. Agribank rejected the tender
because it clained the anmpbunt the Goetzmans were offering was not
sufficient to satisfy the nortgage debt under the terns of the stipulation
The Goetzmans then filed a lawsuit in Mnnesota state court for specific
performance of the stipulation terns and sought an order directing Agri Bank
to accept the tendered paynent as paynent in full. Agribank, in turn,
filed its own state court action seeking to foreclose the nortgage. The
cases were consolidated for trial with the essential disputed issue being
t he anount the Coetzmans owed under the nortgage.?

3The narrower issue presented to the jury was whether a
particul ar install nent paynment submtted to Agri Bank by the
Goet zmans was nmade on or before a specific date, thereby
rendering the paynent tinmely pursuant to the terns of the
stipulation. The
jury found agai nst the Goetzmans on this question.
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The bankruptcy issue was brought up on the eve of the state court
trial by way of a notion in limne filed by the Goetzmans asking the trial
court to stay the proceedi ngs pending an interpretation by the bankruptcy
court of its order discharging the Goetzmans' personal indebtedness. The
trial court denied the notion, apparently finding the matter irrel evant and
proceeded with trial. Following the jury trial, the state court entered
findings and conclusions on February 8, 1994, specifically finding the
total indebtedness at the time of the trial was $741, 627. 30. Prior to
entry of final judgnent, the trial court allowed the Goetzmans thirty days
in which to apply to the United States Bankruptcy Court for an
interpretation of the bankruptcy court's order discharging the unsecured
debt. The state trial court entered judgnent in favor of Agri Bank on March
10, 1994, apparently without notification from the Goetzmans or the
bankruptcy court that a different course was warranted.

The Coetznmans appealed the state court judgnent to the M nnesota
Court of Appeals, which affirned the trial court in an unpublished opinion
The appel | ate court nade reference to the bankruptcy issue by noting that
"[o]n the eve of oral argunent, Goetzmans noved this court to stay these
proceedi ngs pending the decision in their declaratory judgnent action in
the United States Bankruptcy Court." Appellant's Appendix at 77. The
court denied the belated noti on because the "appeal was fully briefed and
AgriBank was ready to present its oral argunent." The Goetzmans appeal ed
their case to the Suprenme Court of Mnnesota, which declined further
revi ew

1. FEDERAL PROCEEDI NGS

Followi ng entry of final judgnent in state district court, and during
t he pendency of the state appeal, the Goetzman's filed an



adversary conplaint in the United States Bankruptcy Court on August 30,
1994, The conplaint ultimately sought a determination regarding "the
amount of the real estate lien represented by the unsecured portion of the
lien and subsequently discharged in the underlying Goetzman bankruptcy
di scharge." The bankruptcy court, in an oral disposition, determned it
had subject matter jurisdiction to resolve the issues presented, at |east
concurrently with the state court. The bankruptcy court presuned its
jurisdiction was based on 28 U S.C. 8§ 1334(b), the court feeling that the
action arose under or was related to a case arising under Title 11

The bankruptcy court then addressed whether the state court action
"collaterally estopped" the plaintiff's from pursuing its claimin the
federal forumor whether the state court action served as "res judicata"
on the issues presented. Regarding the state court action, the bankruptcy

court noted that fundanental |y, the issue becanme what was the anopunt
of debt and is that secured by the property." Gven that the issue in
state court was the anount of the debt, decided agai nst the Goetznans, the
court disnmissed the conplaint on the grounds that it failed to state a

clai mon which relief can be granted.

The district court reversed in part, holding the bankruptcy court
| acked subject matter jurisdiction. The court deternined that regardless
of how the adversary conplaint was postured, what the Goetzmans actually
sought was federal review of state court determnations. The district
court dismssed the case on the authority of Rooker v. Fidelity Trust Co.,
236 U S. 413, 416, 44 S.C. 149, 150, 68 L.Ed. 362 (1923), and District of
Col unbi a Court of Appeals v. Feldman, 460 U.S. 462, 476, 103 S.Ct. 1303,
1311, 75 L.Ed.2d 206 (1983), which direct that |ower federal courts do not




have subject matter jurisdiction over challenges to state court deci sions
in judicial proceedings.*

I11. DI SCUSSI ON

The Coet zmans appeal arguing the district court erred in holding the
bankruptcy court did not have subject matter jurisdiction over their
adversary conplaint. The existence of subject matter jurisdiction in
federal court is a question of |law that we review de novo. Keene Corp. V.
Cass, 908 F.2d 293, 296 (8th GCir. 1990) citing, Schnidt v. United States,
901 F.2d 680, 683 (8th Gr. 1990). Because we find the Goetznans' federa
action prohibited under the Rooker-Feldman doctrine, we affirmthe district

court.

Initially it should be noted that preclusion (relied on by the
bankruptcy court) and the Rooker-Feldnan doctrine (relied upon by the
district court) are closely related | egal concepts. Charchenko v. City of
Stillwater, 47 F.3d 981, 983 n.1 (8th Cr. 1995) (noting that "Rooker-
Fel dman is broader than claim and issue preclusion because it does not

depend on a final judgrment on the nerits. Aside fromthis distinction the
doctrines are extrenely simlar."); Bryant v. Sylvester, 57 F.3d 308, 312

(3rd Gr. 1995) (discussing rational behind the Rooker-Fel dnman doctri ne,

noting that "[1]ike claimpreclusion, Rooker-Feldman is partly concerned

with finality, with ensuring that litigants do not take nultiple bites from
the sane apple."); Valenti v. Mtchell, 962 F.2d 288, 297 (3rd Gr. 1992)
(noting "close affinity" between the Rooker-Fel dnman doctrine | egal concepts

of claimand issue preclusion). Although the

“The district court also found subject matter jurisdiction
| acki ng on the basis that the bankruptcy court did not reserve
jurisdiction upon closing of the Chapter 12 case three years
previ ous. Because we are affirmng the district court on the
grounds that the Rooker-Feldman doctrine prohibits the Goetzmans
claim we express no opinion on other rationale relied on by the
district court.




bankruptcy court bel ow appeared to base its decision on the grounds of
preclusion, many of the concerns espoused by the court highlight the
reasoni ng behind the Rooker-Fel dnman doctrine.®

Under the Rooker-Feldman doctrine, lower federal courts |ack
jurisdiction to engage in appellate review of state court deterninations.
Keene Corp. v. Cass, 908 F.2d 293, 296 (8th Gr. 1990) (citations omtted).
Al though the state and federal clainms nay not be identical, inpernissible

appel l ate review may occur when a federal court is asked to entertain a
claimthat is "inextricably intertwined'" with the state court judgnent.
I d.

[T]he federal claimis inextricably intertwined with the state-
court judgnent if the federal claimsucceeds only to the extent
that the state court wongly decided the issues before it.
Where federal relief can only be predicated upon a conviction
that the state court was wong, it is difficult to conceive the
federal proceeding as, in substance, anything other than a
prohi bited appeal of the state-court judgnent.

Id. at 296-97, citing Pennzoil Co. v. Texaco., Inc., 481 U S. 1, 25, 107
S.Ct. 1519, 1533, 95 L.Ed.2d 1 (1987) (Marshall, J., concurring).

°At its oral disposition, the bankruptcy court noted:

We have a valid state court judgnment that says
Agri bank gets to foreclose. Anything | say isn't going
to change that at this point and it just sort of |eads
me to indicate that either the issues were -- should
have been considered or were considered, or if they
weren't considered it was error but your renmedy is to
convince the state appellate courts that the trial
court made a mstake ... . | don't see nmuch point in
com ng back here to litigate it so | think there is no

meani ngful relief that | amin a position to grant
you at this point. The state court has given Agribank
the right to foreclose and right or wong, that is a
valid judgnment and I ... have no right to go behind it
and change what it's done.

Appel  ants' Appendi x at 69.



An examination of the Goetzmans' respective clains leads to the
conclusion that the federal clainms are inextricably intertwined with the
state court decision. The heart of the state court proceedings was a
determ nation of the anount the CGoetzmans owed to Agri bank. The Goetzmans
t hensel ves brought the declaratory judgnent action to deternine the anpunt
owed under the nortgage. Although the Goetzmans' adversary conpl ai nt and
argunments below cast the issue as whether a portion of their debt to
Agribank was discharged in bankruptcy, it is apparent that what was really
sought was a federal judgnent that would change the state court result.
This attenpted relief is exactly what is barred by the Rooker-Fel dnan
doctrine. Postnma v. First Fed. Sav. & Loan of Sioux dty, 74 F.3d 160, 162
(8th Cir. 1996).

In Postma, this court was faced with an appeal by a couple who,
having lost an agricultural foreclosure action in state court, filed a
conplaint in federal court against the foreclosing bank advanci ng vari ous

causes of action and alleging violations of lowa and federal law. |d. at
161. The district court disnmssed the action on the authority of the
Rooker - Fel dman doctrine. 1d. at 162. 1In affirning the district court's

decision, this court concluded that "the current [federal] clains can
succeed only to the extent that the state court wongly decided the
foreclosure action." 1d. A simlar conclusion is conpelled in the current
case. During their course of dealing a dispute arose between the parties
as to how nuch the Goetznmans owed Agri bank. The CGoetzmans filed suit in
state court seeking a determination of the sane. Wat better opportunity
or forumexisted for themto raise the issue that $216, 387. 00 of the debt
in dispute may have been di scharged in bankruptcy? Naturally, if the debt
or a substantial portion thereof was di scharged, the issue should have been
vigorously raised in the state court action

The Goetzmans argue that the Rooker-Fel dnman doctrine should not be

enpl oyed to bar their current action because they contend



they were not given a fair opportunity to be heard on the nerits and that
they have a procedural due process right to the sane. We di sagree.
Application of the Rooker-Feldman doctrine does not depend on a final
judgnent on the nerits of an issue, Charchenko, 47 F.3d at 983 n.1, nor is
there a procedural due process exception to the doctrine. Postma, 74 F.3d
at 162 n.3. If the state trial court erred in the extent it addressed the
i ssue the CGoetzmans are now pressing, relief was available in the appellate
courts of M nnesota. None being forthconing, the Goetzmans cannot now
bring an action in federal court which would effectively reverse the state
court decision or void its ruling. Char chenko, 47 F.3d at 983, citing
Landers Seed Co. v. Chanpaign Nat'l Bank, 15 F.3d 729, 732 (7th Cir.),
cert. denied, Us _ , 115 S.C. 62, 130 L.Ed.2d 20 (1994).°

I'V. CONCLUSI ON

For the reasons indicated, the judgnent of the district court is
af firned.

A true copy.

Attest:

CLERK, U.S. COURT OF APPEALS, EIGHTH CI RCU T.

°Al t hough we believe that the issue of bankruptcy discharge
was in fact raised to a limted extent in the state court
proceedi ngs, we note that the Rooker-Fel dman doctrine, |ike the
doctrine of preclusion, applies to clains which were not brought
before the state court but could have been raised in the state
court action. Feldnman, 460 U S. at 483 n. 16.
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